
INRE:

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2010-181-E - ORDER NO. 2011-564

AUGUST 15, 2011

Application of Lockhart Power Company for

Adjustment of Rates and Charges
) ORDER APPROVING

) INCREASE IN RATES

) AND CHARGES AND

) SETTLEMENT

) AGREEMENT

This matter is before the Public Service Commission of South Carolina

("Commission") on the Application of Lockhart Power Company ("Lockhart" or "the

Company") filed February 14, 2011, for adjustments in the Company's electric rate

schedules and tariffs. The Application was filed pursuant to S.C. Code Ann. § 58-27-860

(Supp. 2010) and 26 S.C. Code Ann. Regs. 103-823 (Supp. 2010). Along with its

Application, the Company also filed the direct testimony and exhibits of four witnesses:

Bryan D. Stone, Chief Operating Officer of Lockhart Power Company; Paul W. Inman,

Business Controller of Lockhart Power Company; Charles R. Parmelee, Consultant and

Principal of Parmelee & Associates; and Paul R. Moul, Managing Consultant of P. Moul

and Associates.

The Company's electric rates and tariffs were last approved by the Commission in

Docket No. 2007-33-E, Order No. 2007-474 issued on July 19, 2007, wherein the

Commission ordered an increase in annual revenues of $484,291 for the Company based

on a 12.0% return on common equity ("ROE"). The rates and charges requested in the
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Company'sApplication in the presentdocketwould producea net increasein annual

revenuesof $337,676calculatedona 12.50%ROE.

In its Application,the Companyproposesto reviseits ScheduleO duringthe first

month in which theproposedratesarein effect,sincethetariff no longersolelyaddresses

purchasedpower. In additionto purchasedpowercosts,ScheduleO wouldbe revisedto

also incorporatecostsrelated to fuel and credits for off-systemsalesassociatedwith

Lockhart's Wellford Landfill Gas generator and any other future PSC-approved

generationprojects. Lockhartthereforerequeststhat ScheduleO be renamedfrom the

Purchased Power Adjustment Clause to the Power Adjustment Clause. Lockhart also

requests Commission approval for recovery of costs related to the Company's purchase

of the City of Union diesel generators and the Company's newly constructed Wellford

Landfill Gas generation facility.

On February 25, 2011, the Commission's Clerk's Office instructed the Company

to publish a Notice of Filing and Hearing in newspapers of general circulation in the area

affected by the Company's Application by March 4, 2011. On March 4, 2011, the

Commission issued a Revised Transmittal Letter changing the date by which the

Company was required to publish the Notice of Filing and Hearing to March 14, 2011.

The Notice of Filing and Hearing indicated the nature of the Company's Application and

advised all interested parties desiring participation in the scheduled proceeding of the

manner and time in which to file appropriate pleadings. The Company was also required

to notify directly all customers affected by the proposed rates and tariffs. On April 1,

2011, the Company filed with the Commission affidavits demonstrating that the Notice
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was duly published in accordancewith the Clerk's Office's revised instructionsand

certifiedthatacopyof theNoticewasmailedto eachaffectedcustomer.

In responseto Lockhart's Application, the SouthCarolinaOffice of Regulatory

Staff ("ORS") conductedon-siteinvestigationsof theCompany'sfacilities andexamined

its booksandrecordsrelativeto themattersraisedin theCompany'sApplication. ORS's

findingswerecompiledin thetestimonyandexhibitsof ORSwitnesses.

A publicnight hearingwasheld in thismatteronMay 31,2011, at 6:00pmat the

Union City Hall, locatedat 101 SharpeAvenue, Union, SouthCarolinato afford the

customersof the Company'ssystemthe opportunity to testify beforethe Commission

regardingLockhart's Application. Threecustomersof the systemtestified. Oneof the

public witnesses,Mr. Roy Glass,providedcopiesof severalmonths'bills from Lockhart

for thepreviouswinter, andthesewereadmittedinto the recordof this caseascomposite

HearingExhibit 1.

On June3,2011, ORSinformedthe Commissionthat thepartieshadenteredinto

acomprehensiveSettlementAgreement("Settlement")andfiled thedirect testimonyand

exhibits of threewitnesses:SharonG. Scott,Audit SeniorManagerfor RateCases;M.

Anthony James,AssociateProgramManagerin the Electric Department;and Leigh C.

Ford, SeniorElectric Specialistin the Electric Department. The Settlement,alongwith

the settlementtestimonyof ORS witnessLeigh C. Ford, wasfiled with theCommission

on June17,2011. The Settlement,alongwith its AttachmentsA throughD, areattached

heretoasOrderExhibit No. 1andincorporatedhereinby reference.
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The Commissionhelda settlementhearingon this matteron June27,2011,with

the Honorable John E. "Butch" Howard, Chairman, presiding. The ORS was

automaticallya party to this matter pursuantto S.C. CodeAnn. § 58-4-10(B) (Supp.

2010) and was representedby Jeffrey M. Nelson, Esquire,and CourtneyD. Edwards,

Esquire. Lockhart wasrepresentedby M. John Bowen,Jr., Esquire. Collectively,ORS

andLockhartarereferredto as"the Parties"or individually asa "Party." TheSettlement,

with AttachmentsA through D, was acceptedinto the record as compositeHearing

Exhibit 2. Hearing Exhibit 3 consistedof the exhibits attachedto the pre-filed direct

testimonyof Lockhart WitnessPaul R. Moul, whose pre-filed direct testimonywas

acceptedinto the recordwithout appearance.HearingExhibit 4 wasa letter from Paul

Inman to John BowenregardingPublic WitnessRoy Glass' billing concerns. Hearing

Exhibit 5 consistedof theApplicationof Lockhartandall exhibitsto thatApplication. In

addition to the testimony of Paul Moul, the direct pre-filed testimony of Lockhart

witnessesBryan D. Stone,CharlesR. Parmelee,and Paul W. Inmanwere stipulatedto

andacceptedinto therecordwithout cross-examinationby ORS.

LockhartwitnessesStone,Parmelee,andInman,aswell asORSwitnessesSharon

G. Scott, M. Anthony James,and Leigh C. Ford, appearedbefore the Commissionto

provide summariesof their pre-filed direct testimonies,which were acceptedinto the

record of this case,and were examinedby the Commission. Lockhart witness Stone

testified as to Lockhart operations,the purchaseof the City of Union dieselunits, the

purchaseanddevelopmentof theWellford Landfill Gasgenerationfacility andassociated

rate treatment, as well as the reasonsfor the rate adjustment. Lockhart witness
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Parmelee's testimony discussedcost of service, rate schedules,and the revenue

requirementsfor eachclassof customer,andLockhartwitnessInman testifiedregarding

the accounting and pro forma adjustmentsmade to the test year in Lockhart's

Application. ORS witness Scott testified as to the findings and recommendations

resultingfrom ORS's examinationof the Application. ORSwitnessJamestestifiedasto

ORS's examinationof Lockhart's cost of servicestudiesandratedesign. ORS witness

Ford testified regardingthe ORS Electric Department'sexaminationof the inclusionof

additional generating facilities and certain pro forma adjustments in Lockhart's

Application. ORS witnessFord additionally provided settlementtestimonyto explain

and provide support for the Settlementand to affirm ORS's belief that its terms and

conditionsarein thepublic interest.

The Partiesrepresentedto the Commissionthat theyhad engagedin discussions

on the issuesof this caseandthat following thediscussions,Lockhartdeterminedthat its

interests,and ORS determinedthat the public interest, would be best served by

stipulating to a comprehensivesettlementof all issuespending in this matter. The

testimony demonstratedthat, pursuant to the Settlement,the Partiesstipulatedto an

increaseof the Company's net revenuesin the amount of $287,959and a ROE of

12.00%. The Partiesalsoagreedto theaccountingexhibitsattachedasAttachmentA to

theSettlementassettingforth theCompany'soperatingexpenses,pro formaadjustments,

depreciationrates, rate base, revenue requirement,and rate of return on rate base.

AttachmentsB and C to the Settlementprovide a comparisonof the rate revenues,by

class, per the Application and per ORS's adjustmentsas agreed to by the Parties.
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AttachmentD to the Settlementcontainsrevisedlanguageof ScheduleO asagreedto by

theParties.

After havingconsideredthepre-filed testimonyof the witnessesandbasedon the

Commission's review of the Settlementand exhibits, and the testimonyand exhibits

submittedduring thehearing,theCommissionadoptsthe Settlementasa comprehensive

settlementonall issues,terms,andprovisionsasjust andreasonableandfinds thatit is in

thepublic interest. Thetermsandconditionsinclude:theORSaccountingadjustmentsas

delineatedin AttachmentA to theSettlement;an increaseof the Company'snetrevenues

in the amount of $287,959and a ROE of 12.00%as shown in AttachmentB to the

Settlement;approvalandinclusionof thepurchaseof theCity of Union dieselgenerators

and the Wellford Landfill Gas generationfacility; an increasein the Basic Facilities

Chargefor residentialcustomersfrom $6.50to $7.00;anadjustmentin ratesbasedon the

classrevenueallocationsasshownin AttachmentC to the Settlement;andthe revisions

to ScheduleO of Lockhart'stariff asshownin SettlementAttachmentD.

IT ISTHEREFOREORDEREDTHAT:

1. The Settlemententeredinto by all Partiesto this Docket,and attachedhereto

asOrderExhibit No. 1, is incorporatedhereinand is adoptedand approvedasjust and

reasonable.

2. Lockhart shall immediatelyfile a revisedtariff reflecting the rates,charges,

termsandconditionsreferencedin or basedon the revenuesby rateclassprovidedin the

Settlement,and shall implementthe approvedratesandchargesfor servicerenderedon

andafterAugust1,2011.
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.

4.

development of the Wellford Landfill Gas generation facility and

requested rate treatments are approved as just and reasonable.

5. This Order shall remain in full force and effect until further Order of the

Commission.

BY ORDER OF THE COMMISSION:

The Parties shall abide by all terms of the Settlement.

The purchase of the City of Union diesel generators and the purchase and

their associated

4" • ..... ,_

John E. Howard, Chairman

S °

David A. Wright, Vice Chlairman

(SEAL)
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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2010-181-E

June 17, 2011

Application of Lockhart Power Company

for Adjustment of Rates and Charges SETTLEMENT AGREEMENT

This Settlement Agreement is made by and between the South Carolina Office of

Regulatory Staff ("ORS") and Lockhart Power Company ("Lockhart" or the "Company"),

(together referred to as the "Parties" or sometimes individually as a "Party").

WHEREAS, the Company has prepared and filed an Application for Adjustment of Rates

and Charges (the "Application") seeking an adjustment to its rates and charges and modifications

to the Purchased Power Adjustment Clause (Schedule O);

WHEREAS, the above-captioned proceeding has been established by the Public Service

Commission of South Carolina (the "Commission") pursuant to the procedure established in S.C.

Code Ann. §58-27-810 et seq. (Supp. 2010), and the Parties to this Settlement Agreement are

parties of record in the above-captioned docket;

WHEREAS, ORS is charged by law with the duty to represent the public interest of

South Carolina pursuant to S.C. Code § 58-4-10(B) (Supp. 2010);

WHEREAS, ORS has conducted an examination of the books and records of the

Company relative to the matters raised in the Application; to test-period revenues and expenses;
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to ratebase,depreciation,andcapitalexpenditures;to taxespaidby theCompany;andto other

relevantaccountingmatters;

WHEREAS, ORS also has examinedall accountingadjustmentsproposedby the

Companyin theApplication,aswell asthe Company'scostof servicestudiesandratedesign,

andinformationrelatedto theCompany'soperationsandcustomerservice;

WHEREAS,thePartieshavevaryingpositionsregardingtheissuesin thiscase;

WHEREAS,thePartieshaveengagedin discussionsto determineif asettlementof some

or all of the issueswouldbein their bestinterestsand,in thecaseof ORS,in thepublic interest;

and,

WHEREAS,following thosediscussions,LockhartandORShavedeterminedthattheir

interests,andORShasdeterminedthatthepublic interest,wouldbebestservedby stipulatingto

a comprehensivesettlementof all issuespendingin the above-captionedcaseundertheterms

andconditionssetforth herein;

NOW, THEREFORE, the Parties hereby stipulate and agree to the following terms,

which, if approved by the Commission in its Order on the merits of this proceeding, will result in

rates and terms and conditions of electric service that are lawful, just, reasonable, and supported

by the evidence of the record of this proceeding, and which will allow the Company the

opportunity to earn a reasonable return:

1. The Parties agree that no documentary evidence will be offered in the proceeding

by the Parties other than: (1) the Application filed by the Company, (2) the exhibits to and the
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testimonyof thosewitnessesreferencedinparagraph2below,and(3) thisSettlementAgreement

with Attachments"A" through"D" attachedhereto.

2. ThePartiesstipulateandagreeto includein thehearingrecordof this casethepre-

filed direct testimoniesand summariesof Lockhart witnessesBryan D. Stone,CharlesR.

Parmelee,Paul R. Moul and Paul W. Inman, includingall exhibitsattachedto saidpre-filed

testimonies,without objection,change,amendmentor crossexamination. The Partiesalso

stipulateandagreeto includein thehearingrecordof this casethepre-fileddirecttestimonies

andsummariesof ORSwitnessesSharonG. Scott,M. AnthonyJames,andLeighC. Ford,and

thepre-filedsettlementtestimonyof ORSwitnessFord,includingall exhibitsattachedto said

pre-filed testimonies,without objection,change,amendmentor crossexaminationincluding

thoseexhibitsattachedheretoandincorporatedhereinby referenceasAttachments"A" through

_D _'.

3. For purposes of this Settlement Agreement and in recognition of the mutual

compromises contained herein, Lockhart and ORS further agree that the stipulated testimony of

record, the Application, and this Settlement Agreement conclusively demonstrate that: (i) the

accounting and pro forma adjustments and depreciation rates shown in Exhibits SGS-1 through

SGS-4 to the Direct Testimony of ORS Witness Scott, and appended to this Settlement

Agreement in Attachment A, are fair and reasonable and should be approved by the Commission

for ratemaking and reporting purposes; (ii) base rates generating a net retail revenue increase to

ratepayers of $287,959 on an adjusted test-year basis are lawful, just, and reasonable when

considered as a part of this Settlement Agreement in its entirety; (iii) rates in this proceeding

shall be established based on a 12.0% return on common equity ("ROE"); (iv) the Company's

Page 3 of 9

testimony of those witnesses referenced in paragraph 2 below, and (3) this Settlement Agreement

with Attachments "A" through "D" attached hereto.

2. The Parties stipulate and agree to include in the hearing record of this case the pre-

filed direct testimonies and summaries of Lockhart witnesses Bryan D. Stone, Charles R.

Parmelee, Paul R. Moul and Paul W. Inman, including all exhibits attached to said pre-filed

testimonies, without objection, change, amendment or cross examination. The Parties also

stipulate and agree to include in the hearing record of this case the pre-filed direct testimonies

and summaries of ORS witnesses Sharon G. Scott, M. Anthony James, and Leigh C. Ford, and

the pre-filed settlement testimony of ORS witness Ford, including all exhibits attached to said

pre-filed testimonies, without objection, change, amendment or cross examination including

those exhibits attached hereto and incorporated herein by reference as Attachments "A" through

«Dt&

3. For purposes of this Settlement Agreement and in recognition of the mutual

compromises contained herein, Lockhart and ORS further agree that the stipulated testimony of

record, the Application, and this Settlement Agreement conclusively demonstrate that: (i) the

accounting and pro forma adjustments and depreciation rates shown in Exhibits SGS-1 through

SGS-4 to the Direct Testimony of ORS Witness Scott, and appended to this Settlement

Agreement in Attachment A, are fair and reasonable and should be approved by the Commission

for ratemaking and reporting purposes; (ii) base rates generating a net retail revenue increase to

ratepayers of $287,959 on an adjusted test-year basis are lawful, just, and reasonable when

considered as a part of this Settlement Agreement in its entirety; (iii) rates in this proceeding

shall be established based on a 12.0% return on common equity ("ROE"); (iv) the Company's

Page 3 of 9



servicesareadequateandarebeingprovidedin accordancewith therequirementssetout in the

Commission's rules and regulations pertaining to the provision of electric service; and (v) the

Company's class revenue allocations resulting from the Settlement Agreement are designed to

recover the revenue requirement in an equitable and reasonable manner, and are just and

reasonable and should be approved by the Commission for service rendered by the Company.

4. The Parties stipulate and agree that the accounting exhibits prepared by ORS and

attached hereto as Attachment A (consisting of Exhibits SGS-1 through SGS-4) are fair and

reasonable and set forth the Company's operating expenses, pro forma adjustments, depreciation

rates, total rate base, revenue requirement, return on equity at an agreed upon rate of 12.0%, and

rate of return on rate base.

5. In its Application, the Company requested a net increase in annual revenues from

base rates of $337,676, based on certain adjustments reflected in Attachment A. As a

compromise to their respective positions, the Parties stipulate and agree to a net increase in

annual revenues of $287,959, based on the adjustments reflected in Attachment A and the 12.0%

return on equity stipulated to by the Parties as further delineated below in Paragraph 7 A

comparison of the Company's requested rate revenue increase and the increase agreed to by the

Parties (shown as "ORS Adjusted") is provided in Exhibit MAJ-1 as Attachment B.

6. The Parties stipulate and agree that the ORS proposed revenues as shown by rate

schedule in Exhibit MAJ-1 as Attachment C attached hereto are fair, just, and reasonable. The

Parties further stipulate and agree that the proposed increase in revenues of $287,959 is

reasonably designed to allow the Company to provide service to its electric customers at rates

that are fair, just and reasonable and the opportunity to recover the revenue required to earn a fair
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services are adequate and are being provided in accordance with the requirements set out in the

Commission's rules and regulations pertaining to the provision of electric service; and (v) the

Company's class revenue allocations resulting from the Settlement Agreement are designed to

recover the revenue requirement in an equitable and reasonable manner, and are just and

reasonable and should be approved by the Commission for service rendered by the Company.

4. The Parties stipulate and agree that the accounting exhibits prepared by ORS and

attached hereto as Attachment A (consisting of Exhibits SGS-I through SGS-4) are fair and

reasonable and set forth the Company's operating expenses, pro forma adjustments, depreciation

rates, total rate base, revenue requirement, return on equity at an agreed upon rate of 12.0%, and

rate of return on rate base.

5. In its Application, the Company requested a net increase in annual revenues from

base rates of $337,676, based on certain adjustments reflected in Attachment A. As a

compromise to their respective positions, the Parties stipulate and agree to a net increase in

annual revenues of $287,959, based on the adjustments reflected in Attachment A and the 12.0'/o

return on equity stipulated to by the Parties as further delineated below in Paragraph 7 A

comparison of the Company's requested rate revenue increase and the increase agreed to by the

Parties (shown as "ORS Adjusted") is provided in Exhibit MAJ-I as Attachment H.

6. The Parties stipulate and agree that the ORS proposed revenues as shown by rate

schedule in Exhibit MAJ-1 as Attachment C attached hereto are fair, just, and reasonable. The

Parties further stipulate and agree that the proposed increase in revenues of $287,959 is

reasonably designed to allow the Company to provide service to its electric customers at rates

that are fair, just and reasonable and the opportunity to recover the revenue required to earn a fair
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returnon its investment.ThePartiesfurtheragreeto the Company'sproposedrevisionto its

ScheduleO attachedasAttachmentD andto an increasein theBaseFacilitiesCharge("BFC")

for residentialcustomersfrom $6.50to $7.00;asopposedto the$7.25BFC requestedby the

Companyin its Application.

7. In its Applicationthe Companysoughtapprovalof anROEof 12.5%. Lockhart

andORSherebystipulateandagreethat it is just andreasonableto establishanROEof 12.0%

for Loekhart.

8. In its Application, the Companyrequestedan effective increasein revenuesof

$337,676.As a compromiseto their respectivepositions,thePartiesstipulateandagreeto an

effectiveincreasein revenuesof $287,959,saidincreaseto bebaseduponadjustmentsreflected

in AttachmentsA andB andfurtherdetailedin ExhibitMAJ-1of AttachmentB.

9. LockhartandORSstipulateandagreethattheCompany'srequestedROEof 12.5%

wouldgenerateratesresultingin arevenueimpactof $337,676to Lockhart'sratepayersandthat

the agreeduponROEof 12.0%will resultin a comparativerate impactof $287,959;reducing

Lockhart'srequestby$49,717or 14.7%.

10. ORS is chargedwith the duty to representthe public interestof SouthCarolina

pursuantto S.C.Code§58-4-10(B)(Supp.2010). S.C.Code§ 58-4-1003)(1)through(3) reads

inpartasfollows:

"... 'public interest' means a balancing of the following:

(1)

(2)

Concerns of the using and consuming public with

respect to public utility services, regardless of the
class of customer;

Economic development and job attraction and

retention in South Carolina; and
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return on its investment. The Parties further agree to the Company's proposed revision to its

Schedule 0 attached as Attachment D and to an increase in the Base Facilities Charge ("BFC")

for residential customers I'rom $6.50 to $7.00; as opposed to the $7.25 BFC requested by the

Company in its Application.

7. In its Application the Company sought approval of an ROE of 12.5'/o. Lockhart

and ORS hereby stipulate and agree that it is just and reasonable to establish an ROE of 12.0'/o

for Lockhart.

8. In its Application, the Company requested an effective increase in revenues of

$337,676. As a compromise to their respective positions, the Parties stipulate and agree to an

effective increase in revenues of $287,959, said increase to be based upon adjustments reflected

in Attachments A and B and further detailed in Exhibit MAJ-I of Attachment B.

9. Lockhart and ORS stipulate and agree that the Company's requested ROE of 12.5'/o

would generate rates resulting in a revenue impact of $337,676 to Lockhart's ratepayers and that

the agreed upon ROE of 12.0~/o will result in a comparative rate impact of $287,959; reducing

Lockhart's request by $49,717 or 14.7'/o.

10. ORS is charged with the duty to represent the public interest of South Carolina

pursuant to S.C. Code 558-4-10(B) (Supp. 2010). S.C. Code I'I 58-4-10(B)(1) through (3) reads

in part as follows:

"...'public interest'eans a balancing of the following:

(2)

Concerns of the using and consuming public with
respect to public utility services, regardless of the
class of customer;
Economic development and job attraction and
retention in South Carolina; and
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(3) Preservation of the financial integrity of the State's
public utilities and continued investment in and

maintenance of utility facilities so as to provide

reliable and high quality utility services."

11. The Parties agree to cooperate in good faith with one another in recommending to

the Commission that this Settlement Agreement be accepted and approved by the Commission as

a fair, reasonable, and full resolution in the above-captioned proceeding. The Parties agree to

use reasonable efforts to defend and support any Commission order issued approving this

Settlement Agreement and the terms and conditions contained herein.

12. This written Settlement Agreement contains the complete agreement of the Parties.

There are no other terms and conditions to which the Parties have agreed. This Settlement

Agreement integrates all discussions among the Parties into the terms of this written document.

The Parties agree that this Settlement Agreement will not constrain, inhibit or impair their

arguments or positions held in future proceedings, nor will the Settlement Agreement or any of

the matters agreed to in it be used as evidence or precedent in any future proceeding. If the

Commission should decline to approve the Settlement Agreement in its entirety, then any Party

desiring to do so may withdraw from the Settlement Agreement without penalty.

13. This Settlement Agreement shall be interpreted according to South Carolina law.

The above terms and conditions fully represent the agreement of the Parties hereto. Therefore,

each Party acknowledges its consent and agreement to this Settlement Agreement by authorizing

its counsel to affix his or her signature to this document where indicated below. Counsel's

signature represents his or her representation that his or her client has authorized the execution of

the agreement. Facsimile signatures and e-mail signatures shall be as effective as original

Page 6 of 9

(3) Preservation of the financial integrity of the State'
public utilities and continued investment in and
maintenance of utility facilities so as to provide
reliable and high quality utility services."

11. The Parties agree to cooperate in good faith with one another in recommending to

the Commission that this Settlement Agreement be accepted and approved by the Commission as

a fair, reasonable, and full resolution in the above-captioned proceeding. The Parties agree to
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signaturesto bind any party. This document may be signed in counterparts, with the various

signature pages combined with the body of the document constituting an original and provable

copy of this Settlement Agreement.
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copy of this Settlement Agreement.

Page 7 of 9



WEAGREE:

Representingthe South Carolina Office of Regulatory Staff

J/_/_y//_. }_elsbn,_squire

/__, D. Edw&eds, Esquire

/_San_Carolina Office of Regulatory Staff
v1401 Main Street, Suite 900

Columbia, South Carolina 29201

Phone: (803) 737-0823

(803) 737-8440

Fax: (803) 737-0895

Email: jnelson@regstaff.sc.gov

cedwards@regstaff.sc.gov
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Representing the South Carolina Office of Regulatory Staff

1401 Main Street, Suite 900
Columbia, South Carolina 29201
Phone: (803) 737-0823

(803) 737-8440
Fax: (803) 737-0895
Email: jnelsonlregstaKsc.gov

cedwards@regstaff.sc.gov
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WE AGREE:

Representing Lof, l_art Power Company

M. J__e

Margaret M. Fox, EsquireK
McNair Law Firm, P.A.
Post OfSccBox 11390
Bank of America Tower

Columbia, SC 29211

Phone: (803) 799-9800
Fax: (803) 753-3219

E-mail: jbowen@mcnair.net

pfox@mcnair.net
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McNair Law Firm, P.A.
Post OfEce Box 11390
Bank of America Tower
Columbia, SC 29211
Phone: (803) 799-9800
Fax: (803) 753-3219
E- 'I: ~b* '. toff '. t
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Adj. #

Per Co.

Appl.

Lockhart Power Company

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended December 31, 2009

Docket No. 2010-181-E

Attachment A

Audit Exhibit SGS-2

Page ! of 4

Lockhart ORS ORS

Description Total Electric Total Electric Retail Electric

(2,636,478) (2,636,478)

177,665 177,665

(645,672) (737,233)

29,422 29,422

(_792.308) (792130g)

(3,867_3711 (3r958_932) I2r364_971)

643,741 735,028 368_612

(802,217) (802,217)

(140,786) 040,786)

(1,445,686) (1,445,686)

{833,9291 (833,9291

(3,222,618) (3,222,6181

97,843 97,843

256,164 252,875

5,307 5,307

91,038 98,213

0

4501352

0 (9,814)

Accounline and Pro farina Adiustments

(A) Rate Revenue

l a ReducedpurchasedpowercostsinthePower AdjustmentClause
(PAC)

Ib Fuel expense added to the PAC

Ic Off-systemsales credaled to PAC

]d PAC coslsnotrecoveredfromlightingrates

le Reduced base revenue for Monarch Plantclosing

Total Rate Revenue Adjustments

(B) Other Revenue

2 Revenue from off-system sales for Wellford Landfill Generation
Plant

(C) Purchased Power Expense

3a City of Union diesel plant peak shaving

3b City of Union diesel planl interimcontract paymentsnot recovered
in PPA

3c Duke mac-up for 2009

3d Reduced power requirementsresultingfromclosingofMonarch

Total Purchase Power Expense Adjustments

(D) Production Expense

4a City of Union diesel operating and maintenance expenses

4b Wellford plant operating and maintenance expenses

4c Training Grant credit removal

4d Produclion portionof the laboradjustment

4e Normalize test year expenses for removal ofdebris from dam over

2 years

4f Normalize test year expenses for extraordinary maintenance over 2

years.

Total Production Expense Adjustments

(2I_670)

422t754

(!,974,681 /

195,088,

Attachment A

Lockhart Power Company
Explanation of Accounting and Pro Forms Adjustments

For the Test Year Eaded December 31, 2009
Docket No, 2010-l8l-E

Audit Exhibit SGS-2
Page I of 4

Adj, 0
Per Co.
A I. Descri tion

Lockhart ORS ORS
Total E)ectrle Total Electric Retail Electric

Accoun ' P fo a m nts

(A) Rate Revenue

la

Ib

Ic

Id

le

Reduced purchased power cosa in the Power Adjustment Clause
(PAC)

Fuel expense added lo the PAC

Oly-system sales crcdncd to PAC

PAC cosu not recovered from hghting rates

Reduced base revenue for Monarch Plant closing

Total Rate Revenue Adjustmcnts

(2,636,478)

177,665

(645,672)

(2,636,478)

177,665

(737,233)

29,422 29,422

792,308 792 308

3 867 371 3 958 932 2 364 971

(8) Other Rcvcnue

Revenue from olf-system sales For Wcllford Lendtdl Generation

Plant 643 741 735,028 368 612

(C) Purchased Power Expcnsc

3a City of Union diesel plant peak shaving (802,217) (802,217)

3b

3c

3d

City of Union diesel plant interim contract payments not recovered

in PPA

Duke me-up for 2009

Reduced power requirements resulting from ciosmg o I'Monarch

Total Purchase power Expcnsc Adjustments

(140,786)

(1,445,686)

833,929

(140,786)

(1,445,686)

833 929

3 222 618 3,222,618 (1,974 681

(0) Production Expense

4a

40

4c

4d

City of Union diesel operating and maintenance expenses

Well ford plant operating and maintenance expenses

Training Grant credit removal

Produmion ponion of thc labor adjmuneni

97,843

256, 164

5,307

91,038

97,843

252,875

5,307

98,213

4e Normalize test year expenses for removal ofdebru from dam over

2 \lens (9,814)

41'ormalize lest year expenses tor extraordinary maintenance over 2

ylrsfs. 21 670

Total production Expense Adjustmcnts 450 352 422 754 195,088



Adj. #

Per Co.

AppL

Loekhart Power Company

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended December 31, 2009

Docket No. 2010-181-E

Attachment A

Audit Exhibit SGS-2

Page 2 of 4

Description

Lockhart ORS ORS

Total Electric Total Electric Retail Electric

Aceountin2 and Pro forma Adinstments

Labor Adlustment - AdJustment was made to Production,
Transmission,Distribution, CustomerAccounting, and
Administration and General, proportional to laborratios. The total

electric expense adjustment per Company is $240,847, and per
ORS $259,822. Includes adjustments 4d, 5a, 5b, 5c, and 6a.

(El Transmission Expense

5a Transmission portion of'the labor adjustment

(F) Distribution Expense

5b Distribution portion of the labor adjustment

(G) Customer AccountinA Expense

5c Customer Accounting portion of the labor adjustment

(H) Administrative and General Expense

6a Administrative andGenera] portionof the laboradjustment

6b Amortize TransmissionStudy over 2 years

6¢ Portion of fringe benefits on wage adjustments

6d Remove non-allowable expenses

Total Administrative and General Adjustments

131407 14,472 3_890

47.662 , 51r419 50,418

24) 106 25,982 23,778,

64,635

(81,268)

26,908

0

10r275
L

69,736

(81,269)

9,548

09,050)

t21r0351 (16)174 /

(l) Regulatory Expense

7a Rate caseamortization of current expenses

7b Remove prior rate case expenses

Total Regulatory Expense

(J) Depreciation Expense

Annualize depreciationexpense including Union dieselgenerators
8a and the Wellford Landfill Gas plant.

56.500

(30_217)

26r283

243r718

52,953

(30r217)

22)736

246,769

22,736

120)626

9a

9b

9c

(K) Other Taxes

Property related tax adJustmentto includeupdates for Union diesel
generatorsand Wellford Landfill Gas plant.

Payroll tax portionof the wage adjustment

Revenue tax adjustmentdue to pro forma revenue adjustments

Total Other Taxes

213,565

20,641

02:35)

222.o71

196,272

27,054

112,135)

211ri91 133r031

Attachment A

Lockhart Power Company
Explanation of Accounting and pro Forms Adjustments

For the Test Year Ended December 31, 2009
Docket No. 201(h)8)-E

Audit Exhibit SOS-2
Page 2 of 4

Adj. ¹
Per Co.
Ap L Dcscri tion

Lockhart ORS ORS
Total Electric Total Electric Retail Electric

Accountln m ustmcnts

r
Tnmsmusion, Distribution, Customer Accounting, and

Admimstration and General, proponional to labor ratios. The total

electric expense adjusunent per Company is $240,847, and per

ORS $259,822 includes sdjustmcnts 4d, Ss, Sb, Sc, and 6a

(E) Transmission Expense

Ss Transmission ponion of the labor ad)ustment 13 407 14,472 3 890

(P) Distribution Expense

Sb Distribuiion ponion of thc labor adjustment 47,662 51 419 50,4IS

(G) Customer Accountiag Expeasc

Sc Cusmmer Accounting portion of thc labor adjustment 24 106 25,982 23,778

(it) Administrative and Geaeral Expense

6a Administrative and General ponion ofthe labor adjustment

6b Amonize Transmission Study over 2 years

6c Portion of fringe benefits on wage adjustments

6d Remove non-allowable expenses

Total Adminhtrativc snd Gcncral Adjustmcats

64,635

(81,268)

26,908

69,736

(81,269)

9,548

19 050

10 275 21 035 16 174

(I) Regulatory Expense

7a Rau erne amonization of current expenses

7b Rcmove prior rale case expenses

56,500

(30 21

52,953

30 217

Toisl Regulatory Expense 26 283 22 736 22 736

(J) Depreciation Expense

Ss
Annualize depreciation cxpensc including Union diesel generators

and thc Weg ford Landfill Gss plant. 243 718 246,769 120 626

(K) Other Taxes

9a
Property related tax ad) ustment to include updates for Union diesel

aenerstors snd Wellford Landlill Gas plant. 213,565 196,272

9b payroll iax ponion of the wag«adjustment

Revenue tsx ad)ustment duc to pro fonna revenue adjustments

Total Other Tares

20,641 27,054

(12,135 12,135

222 071 211 191 133 031



Adj. #

Per Co.

AppL

Lockhart Power Company

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended December 31, 2009

Docket No. 2010-181-E

[2

13a

13b

13c

8b

14a

14b

14c

14d

14e

15

15a

Description

Accounting and Pro forma Ad|ustments

(L) State Income Taxes

10 Adjust state taxes for pro forma adjustments

(M) Federal Income Taxes

I ] Adjust federal taxes for pro forma adjustments

IN) Amortized lnveslmcnI Tax Credit Expense

15 To adjust for changes in functionalizadon and allocation

(0) Customer Growth

To adjust for customergrowth.

(P) Plant in Service

Wellford Landfill Gas plant addition updated through March 31,
2011

City of Union Diesel Peaking plant addition

Nurutul plunl activity through March 3 l, 201 I

Total Plant In Service

(Q) Accumulated Depreciation

Annualized depreciation and updates for the Wellford LandfillGas

plant and City Of Unlorl Diesel Peaking plant.

(R) Construction Work in Progress

AdjustmenttoMarch 3 I, 2011 balance

Remove WellfordPlantand transfer toplant

Cityof Union diesel plant net adjustments

Capital portion of wage increase adjustment. ORS combined
adjustments14dand 14e.

Capitalportionofemployeecountadjustment

Total Construction Work in Progress

(S) Materials & Supplies

To adjust for changes m functionalizatton and allocation.

To adjust for 13-month average of materials and supplies at March
31, 2011

Total Materials & Supplies

Attachment A

Audit Exhibit SGS-2

Page 3 of 4

Lockhart ORS ORS

Total Electric Total Electric Retail Electric

(51,944) /48t779) {27r7541

/335r560) (M5,III 1 (179,298)

0 0 367

,,, 3_407 10,297 7)497

2,475,500

2,473,171

299,385

2,293,404

2.473,171

6821193

•5)248r056 5)448_768 2,632.557

1,683,I 8g 2,404,179 1,339)636

2,209,277

(2,475,500)

(59,804)

18,45[

39,002

/268,574)

4,423,314

(2,742,19[)

(l 18,403)

70,710

0

!r633)430 1,158)297

0

0

(12r018)

(12)o181

(4,530)

Lockhart Power Company
Explanation of Accounting and Pro Forms Adjustments

For the Test Year Ended December 3 I, 2009
Docket lvio. 2080-lgl-E

Attachment A

Audit Exhibit SOS-2
Page 3 of 4

Adj. 0
Per Co.
A I. Descri tion

Lockha rt 0RS ORS
Total Electric Total Electric Retail Electric

un in and Pro form Ad'ustmcnts

(L) State Income Taxes

10 Adjust state raxes for pro fonna adjuslments 51,944 48 779 27 754

(M) Federal income Taxes

11 Adjust federal taxes for pro forms adjusuncnts

(N) Ainortized Investment Tax Credit Expanse

15 To adjusi for changes m I'unmionalizarion and allocation

(0) Customer Growth

12 To ndiust for customer growth.

(P) Plsnr in Service

3 407 10,297

335 560 315 111 179 288

367

7 497

Wag ford Landfill Gas plant addition updated through March 31,
13 a 2011

13b Ciiy of Union Dicscl Peaking plant addition

13c Nurnwl plait aclivity through March 31, 2011

2,475,500

2,473,171

299,385

2,293,404

2,473,171

682 191

Total Paint in Service 5 248 056 5 448 768 2,632 557

(Q) Accumulated Depreciation

Annualized depreciation and updates for the Wellford Landfill Gas
8b plant and City ol'Umon Diesel Peaking plant. 1,683,188 2 404,179 1,339 636

(R) Construcdon Work in Progress

14a Adjustment to March 31, 2011 balance

14b Remove Wellford Plant and transfer to plant

14c City of Union diesel plant net adjustments

2,209,277

(2,475,500)

(59,804)

4,423,314

(2,742,191)

(118,403)

Capital portion of wage increase adjusunent. ORS combined
lsd adiustments 14d snd 14c.

14e Capital panion of employee count sd)ustment

18,451

39,002

70,710

Torsi Construe tksn Work In Progress 268 574 I 633 430 1.158 297

(S) Materi~ le dr Supplies

15 To adjust for changes m functionalizauon and agocation. (4,530)

15a
To adjust for 13-month average ofmaterials and supplies st March
31, 2011 12 018 7 848

Total Materials sk Supplies 0 12 018 12,378



Attachment A

Adj. #

Per Co.

Appl.

Lockhart Power Company

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended December 3I, 2009

Docket No. 2010-181-E

Description

Audit Exhibit SGS-2

Page 4 of 4

Lockhart ORS ORS

Total Electric Total Electric Retail Electric

p.ff0unting and Pro forma AdJuslment_.

15

(T) Accumulated Deferred Income Taxes

To adjust for chanses in functiona/ization and a/location. 0 0 I 120T300_)

Proposed Increase

(U) Rate Revenue

16 To adjust for the Company's proposed rate increase

(V) Other Taxes

17 To adjust othertax¢5 for the Company'sproposedincrease

1.605,208

6t042

18

19

(W) Stale Income Taxes

To adjust state income taxes for the Company's proposed increase

(X) Federal Income Taxes

To adjust federal income taxcs for the Compony's proposed
increase

79r958

516r531

(Y) Customer Growth

To 8djust customergrowth for the Company'sproposedincrease,
ORS doesadjust for negativecustomergrowth.

0
20 ,,,,.......

Lockhart Power Company
Explanatiou of Accountiag and Pro Fonna Adjustments

For tbe Test Year Ended December31,2009
Docket No. 2010-l gl-E

Attachment A

Audit Exhibit SGS-2
Page 4 of 4

Adj. 0
Per Co.
A L Descri tion

Lockhart ORS ORS
Total Electric Total Electrk Retail E)ectric

untin and Pro forms Ad uslment

(T) Accumulated Defcrrcd Income Taxes

)5 To adjust for changes in functionalization end allocauon 120 300

(U) Rate Revenue

16 To adjust for Ihe Company's proposed rate increase

(V) Other Taxes

ly To adiust other taxes lor thc Compos)rs proposed incrcasc

(W) State Income Taxes

18

To adiust state income taxes for thc Company's proposed increase

(X) Federal Income Taxes

Tu adjust federal income taxes for thc Company's proposed

lp increase

(Y) Customer Growth

To adjust customer growth for the Company's proposed increase.

20 ORS docs adjust for negative customer grovnh.



Attachment A

Audit Exhibit SGS-3

Lockhart Power Company

Oepreclatlon & Amortization Expense Adjustment

For the Test Year Ending December 31, 2009
Docket No, 201 0-1 81-IE

I! ]---
Ac¢t Description _'_'-_-

1 115000 Arno_.Elect. Planl,_..,_usUlle_lt 303.996

2 ,. Total Acquisition Ad,L -'-_--_.-_-q_

3 _,_.,,'1¢ Plant In ServJce

(o_ (a! (F} (o) (_ (I) (J_ (K)

i i ip.lo ,i l I Io.,.n,,:,..o. I ] I ._u,,',.., I "_°'I°"1 p,,,,o.,,,a l .',,,,om,a I O|¢"Sel
P,,rBoOA.I U,,,',,_'O,,._I _ I n.,:,,,,.l I _n,.,a, I _,,=m,,,,, I Ac¢.m-',,t,,,,I P,,.,=ha=o
_I., I _'..n¢,, I _ | A,,,o_ I O°P""'P'I Z_,,,,,":_,,..lDe_. I _Juot,.,.._

17.460 298,536 1.92% 5 83?.

17A6Q 286,f_,, 5r_,7 $m820 17 17.477

4 _1.030 _..-,_,:._z-___*_Expense 403 0 403 o.03_ 0

S 302.000 Franchlse&C,;,,-,_,_,;_ .. 990,667 263,673 728.994 2.50_ 24.767

6 ;,_,_._ n1,070 2¢.I,6)'3 727_t7 i 24.767 24,767

..,,
0

7 3301000 Land and Land Ri_lrzLs .. 289.705 0 289.705 0,.(_.%

8 _I.003 tvucturesand;,k,po,=,m,_;4 255,210 171,918 83r292 2.00M 5,104

9 332.D00 RemrvoJrm and Dams 4,762,402 2,344,369 2,438,033 1.57_ 75,084

10 333.030' IWa_,_,,;_,;_,;; and Tt.q'oines 6,164,736 2,734,794 3.429,942 2.20_ 135,624
11 334.00Q Ac____a___-_Elocb_o E_-_..T_-_ 773,058 372,124 400,934 3.77_ 2'9.144

12 335.000 _. Pow_PllafltEqu_nlent 45.738 31.014 17,724 2,97% 1.448

13 336.000 R,.,,,,,.band R_,&._._ 68.205 17.874 50.331 Z50% 1,703

t4 Hydro P.'_-_'c -_'_n 12,382.064 6_57_r0_ 6,709.961 241ft0_ 23|_

15 340.000 ILand& LarKIRklhls 3,270 () 3,270 0

16 341.030 S_Jclufes&Improveme_Is 1.214,664 11,737 1,202,917 5,0_ 80,733
17 342.000 FuelHo;_,,,_,Pr_.____r_&A,_es. 123,32,5 7567 115,768 5.00% 6,1_0

18 344.030 C._,,=&_ 4.394,733 341_097 4.053,636 5.00% 219.737

19 345.030 A¢cessoP/EleclricEquipment 538.025 413 535_612 5.00% 26.801
20 O4her Prock_,._ 41272_007 360,804 S,_11r203 3,13_437 88f007

21 350.000 _ & Lard Rill'MS 51,657 0 61,6_7 0.00% 0
22 352.000 Stn,K_ure_ an(_ ;,,_,v,_,,_6nL_ 227_105 14_,878 e0,,227 2.75% 6,245

23 353.000 ttalJon E_,,i_,nlent 2,444,383 1,536.750 907,833 2.7.5% ,671221
24 355000 Pukr,,a,,dFixtu_es 7_.811 582,641 184,270 3.16% 24.231

25 356.000 Oveehee¢ICon0. andDevices ,907r946 569,903 338_043 2.20% 19,976

26 .... Transmission 4,3t;17,_02 2,836,072 t8851r830 1171(;72 11_t$74

27 360.000 L_d,&LandRi_ , 33,205 0 33.205 0.00% 0

28 361.000 SIv-uctun)sand imF,_vvlm,m,;_ 325,283 130,593 194.690 2.88% 9,388

29 362.000 StationEq_w,,_-,t. 4.144.384 1,849,609 2.294.775 2.75% 113971

30 384 00 n Poles, Towers and F_un_S 5,709,953 2,447_242 3.262.711 3.42% 195.280

31 36_.000 Ov_hesdCond./v_lDev¢es 3.634,318 2,391.488 1.242,830 3.25% 118.115

32 367.000 U,-,._;_F,;._._Cond. AnclDev_s 241.412 106.443 134r969 3.00% 7,242
33 368000 .bleTransfonners 2.883.955 17263_7 1.157.558 2.76% 79_5_7

34 369000 Sendco-E.;;;,_,,_bo_ 2.047.627 I_494,426 553.20"1 4.83% 98,900
35 370000 Mele_ .Dist_bu(Jon , lr727_273 486.352 1,24t,021 2,97% 51_3_

36 373.030 S&reetL;_,_,,,doC&,;='_-_-'oP- 1,526,391 so_._81 717,823 3,50% 53,424
37 _ _=_.-=-'t_ 22a273r_01 11,441,018 10r83217113 727,197 $87f325

38 I 390.000 Structure and Imp'm,,etnec_ 467,803 227,159 240.644 i._2% 7,578

39 391.000 Off¢eFun_feandEquIpment ,, 42_540 452.893 _2,4_3_3_ 10.00% 0

40 392.0{)0 r_poi-,i,;,.-,n Eop;p,,m,,; 940.856 531,668 309,168 9.50% 89.381

41 394.000 tools. _ _ G_ 193.938 121.663 I 72r275 4.00'% 7.758 .

42 395000 L__-_-._;or_F_y,,x._ 12,315 14,730 I2,415) 5.56% 0

43 397.000 C._,,,,,unica_o_ Eq_p,_,-,t 97.396 62.530 34,866 7.47% 7.275

44 C:,;'.,_tal , 2fi40r848 li610.N3 _30120(; 111,_)2 1461563

45 Ele©bl¢ PlllrK |n_ 48.467,M2 22_0_4r303 211,373,379 lf&43t174 1,256.422

46 106500 .. Cost of RemovsMSalv_ge 0 (1_r6t_5] 1911_6(; 0 0

47 C,rand T()Ial 4(;,7(;1,(;78' ;1_2.,0(;2,208 28,(;79.478 J 1_545,011 1,302,242

(L)

AIk)¢ated

Pro fon1_

Accumulated

_non

0 17_477

O 253_(;73 0 24_3

12.f223 6,68,4,316 0 I;,(i/'9,27tl

380.739

8.031

510,015

228r430 (;89,2.34 (;98f78(; 1,487,417

lrO'_l_ 2,137,170 0 2_1134_4t4

45,963

i

39,872 t1_1_0f(;90 45rM3 II,$1$,(;H

|34_71) 1.476r772 O t,47_-. -'M_--

24(;r762 22_1_0_S (;44,79;a Z3_4_48

o (19._) o

2_r7(; _ 22,__,_77 IM4,7_ 2_273r74_

48 PROFORMA BALANCE 1,549,011

49 PER BOOKS 12/31/2009 lr'102f242

50 PROFOF_NIA ADJUSTMENT: 246,769,,,

51 Notes:

52

Column G • Column C x Column F

Column J ,, Column O plus Column I
Column J allocates proportionally of the Cost of Removal to all categories except AcqultNon Adjustments & Intangible

33,273,745

20_69r566
2,404,179

~~ - ~~~~~
REZB



Attachment A

Operating Revenues
Operating Expenses

Net Operating Income Before Taxes

Less: Annualized Interest Expense

Taxable Income - Slate
State Income Tax %

State Income Taxes
Less: State Income Taxes Per Book

Adjustment to State Income Taxes

Taxable Income - Federal
Federal Income Taxes %

Federal Income Taxes
Less: Federal Income Taxes Per Book

Adjustment to Federal Income Taxes

Lockhart Power Company
Docket No. 2010-181-E

Computation of Income Taxes
For the Test Year Ended December 31, 2009

Audit Exhibit SOS-4

After ORS's Acc0untine & Pro Forms Adjustments
$ $

Total Retail
Electric Electric

Operations Operations

20,623,840 12,536,639
18,478,319 10,819,923

2,145,521 1,716,716
0 0

2,145,521 1,716,716
5.0% 5.0%

107,276 85,836
156,055 113,590

, 148,779_ (27,754 t

2,038,245 1,630,880
34.0% 34.0%

693,003 554,499

, 1_008,114 733,787

(315,1111 _179T288_

Descriotion

Operating Revenues
Operating Expenses

Net Operaling Income Before Taxes

Less: Annualizcd Interest Expense

Taxable Income. State

State Income Tax %

State Income Taxes

Less: State IncomeTaxesAs Adjusted

Adjustment to State Income Taxes

Taxable Income - Federal
Federal Income Taxes %

Federal Income Taxes

Less: Federal Income Taxes As Adjusted

Adjustment to Federal Income Taxes

After Proposed Increase
$

Retail
Electric

Operations

14,141,847

10,8251965

3,315,882
0

3,315,882
5.0%

165,794
85,836

79,958

3,150,088
34.0%

1,071,030
554,499

516 531

Attachment A

Lockhart Power Company
Docket Na. 2010-1 81-E

Computation sf income Taxes
For the Test Year Ended Deccmbcr31, 2009

Audit SBMblt SGSA

~Dcrl tioa

Aner ORS's Acc P F rmaAdust n

5

Total
Euctrlc

O eratioss

$
Retsg

Electric
0 rotions

Operating Revenues
Operanng Expenses

20,623,840
18,478,319

12,536,639
10,819,923

Nei Operating Income Before Taxes
Less: Annualtzed interest Expense

Taxable Income — Stole
State Income Tax %

2,145,521
0

2,145,521
5.IP/9

1,716,716
0

1,716,716
5 0%

State Income Taxes
Less Slate Income Taxes Per Book

107,276
156,055

85,836
113,590

Adjustment to State Income Taxes 48,779 27 754

Taxable Income - Federal
Federal Income Taxes %

2,038,245
34.1P/o

1,630,880
34.0/o

Federal income Taxes
Less: Federal Income Taxes Per Book

693,003
I 008,114

554,499
733,787

Adjustment to Federal Income Taxes (315,111 179 288

~Desert lion

ISSSCF2BBSIDI Increase
$

Rctag
Electric

Operating Revenues
Operating Expenses

14,141,847
.9»9

Ncl Operating Income Before Taxes
Less: Annualized Interest Expense

3,315,882
0

Taxable Income - State
Slate Income Tax %

3,315,882
5.0%

Stale Income Taxes
Less: State Inoome Taxes As Adjusted

165,794
85,836

Adjustment to State Income Taxes

Taxable Income - Federal
Federal Income Taxes %

»ou
3,150,088

34.IP/o

Federal Income Taxes
Less: Federal Income Taxes As Adjusted

1,071,030

Adjustmcat to Federal Income Taxes
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Attachment D

LOCKHART POWER COMPANY
SCHEDULE O

POWER ADJUSTMENT CLAUSE

LockhartPower Company incursconsiderablecoststhatarevariableinthedischargeof itsrequirementtosupply
power to itscustomers. These fallmainly intotwo categories:purchased power and fuel-relatedcosts of

generation.Variancesinthesecostsarerecoveredthroughthisrateschedule.Inaddition,certainwholesalepower
salesarecreditedtocustomersasan offsettocostofservicethroughthissame schedule.

PurchasedPower

PurchasedPower consistsofthedirectcostpaidtoLockhart'spower supplierforthewholesalepurchaseofpower

tosatisfyLockhart'sfullrequirementsneeds. These costswillbe includedinthecalculationofthemonthly clause
factorasa chargeforthepower purchased.

.Wholesale Power Sales

When Lockhart requests and subsequently receives South Carolina Public Service Commission approval for a

specific generation project to be included in its. cost of service, the sales of such generation, if made off-system in
the wholesale market, will be credited as an offset to the monthly power cost.

.Fuel Costs

This consists of all fuel costs used in the generation process, including landfill gas royalties paid, and diesel fuel
cost, including, but not limited to, the actual cost of the fuel and any associated taxes, lransportation and other
costs of acquiring the fuel stock. These costs will be included in the ealculation of the monthly clause factor as a
charge for the fuel purchased.

.Calc.ulation and Application of Monthly Charge.Factor

Whenever the power cost per kWh on eleclric power purchased by Loekhart Power Company for requirements

kWh sales shall increase above or decrease below 3.8622 cents per requirements kWh sold by the Company, the
Company will pass this change on to its individual customers.

The amount of the monthly charge per kWh will be determined by the following formula, rounding the result to the
nearest one-hundredth of a mill:

PCA = (((Purchased Power Cost + Fuel Cost - Revenue Credits) / Requirements kwh Sales) - .038622 ) x 1.003.

This inerease or decrease will bc adjusted to all bills rendered during the following month.

Attachment D

LOCKHART POWER COMPANY
SCHEDULE 0

POWER ADJUSTMENT CLAUSE

Lockhart Power Company incurs considerable costs that are variable in the discharge of its requirement to supplypower to its customers. These fall mainly into two categories: purchased power and fuel-mlated costs ofgeneration. Variances in these costs are recovered through this rate schedule. In addition, certain wholesale powersales are credited to customers as an offset to cost of service through this same schedule.

Purchased Power
Purchased Power consists of the direct cost paid to Lockhart's power supplier for the wholesale purchase of powerto satisfy Lockhart's full requirements needs. These costs will be included in the calculation of the monthly clausefactor as a charge for the power purchased.

Wholesale Power Sales
When Lockhart requests and subsequently receives South Carolina Public Service Commission approval for aspecific generation project to be included in its.cost of service, the sales of such generation, if made off-system inthe wholesale market, will be credited as an offset to the monthly power cost.

~uel Costs
This consists of all fuel costs used in the generation process, including landfill gas royalties paid, and diesel fuelcost, including, but not limited to, the actual cost of the fuel and any associated taxes, transportation and othercosts of acquiring the fuel stock. These costs will be included in the calculation of the monthly clause factor as acharge for the fuel purchased.

Calculation and A lication of Monthl Char e actor
Whenever the power cost per kWh on electric power purchased by Lockhart Power Company for requirementskWh sales shall increase above or decrease below 3.8622 cents per requirements kWh sold by the Company, theCompany will pass this change on to its individual customers.

The amoont of the monthly charge per kWh will be determined by the following formula, rounding the result to thenearest one-hundredth of a milk

PCA = (((Purchased Power Cost+ Fuel Cost — Revenue Credits) / Requirements kWh Sales) -.038622 ) x 1 003.

This increase or decrease will bc adjusted to all bills rendered during the following month.


